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Budget  Message 


To  the  Senate  and  the  Assembly  of  the  State  Legislature  of  California: 

In  accordance  -with  the  provisions  of  the  State  Constitution  I  present  here- 
with for  your  consideration  my  estimate  of  the  expenditures  required  by  the  State 
Government  during  the  fiscal  year  beginning  July  1,  1947  and  ending  June  30, 
1948. 

This  is  the  first  State  Budget  ever  prepared  on  an  annual  basis.  It  is  the 
first  peacetime  budget  which  it  has  been  my  privilege  to  submit.  It  is  the  first 
budget  submitted  which  reflects  broadly  the  preparations  made  during  the  war 
for  catching  up  with  peacetime  needs.  It  is  the  first  budget  to  reflect  in  dollars 
and  cents  the  magnitude  of  service  required  by  a  population  in  excess  of  nine 
million  people.  It  is  a  budget  which  reflects  the  inflated  dollar.  For  these  and  other 
reasons  which  are  pointed  out  herein,  it  provides  for  the  largest  expenditure  in 
any  year  of  California  history. 

The  total  of  this  budget  is  $641,599,026.  It  is  $153,741,225  greater  than  the 
actual  and  estimated  expenditures  of  the  current  fiscal  year. 

The  major  increases  are  accounted  for  as  follows : 

(1)  An  $85,018,661  increase  in  payments  to  local  governments,  including  a 
$53,423,000  increase  for  public  schools  adopted  by  the  voters  as  an  initiative 
measure  on  November  5,  1946. 

(2)  A  $39,588,196  increase  in  capital  outlay  expenditures  which  will  bring 
into  use  funds  earmarked  for  the  postwar  construction  program  for  the  University 
of  California,  state  colleges,  institutions  and  prisons. 

(3)  A  $27,863,867  increase  in  the  operating  expenses  of  State  Government 
brought  about  by  higher  costs,  the  resumption  of  normal  peacetime  activities, 
expanded  services  necessitated  by  an  increased  population,  and  the  necessary 
replacement  of  worn  out  equipment  which  has  heretofore  been  unobtainable. 

BUDGET  DOLLAR  DISTRIBUTION 

The  largest  item  of  expenditure  proposed  in  this  budget  is  for  educational 
purposes.  Over  36  cents  of  the  budget  dollar  will  be  for  the  support  of  education ; 
19  cents  is  for  roads,  streets,  and  highways  and  regulation  of  vehicles;  11  cents 
for  social  welfare  and  public  health ;  10  cents  for  state  hospitals,  correctional 
schools  and  prisons;  7  cents  for  conservation  and  development  of  agriculture, 
water,  and  other  natural  resources ;  and  17  cents  for  all  remaining  state  activities. 

The  major  portion  of  this  budget  is  made  up  of  fixed  charges  and  continuing 
appropriations  required  by  provisions  of  the  Constitution  and  existing  statutes. 
These  items  total  $373,138,372,  an  increase  of  $57,858,826  cr  18  percent  over  the 
current  year.  Among  these  items  will  be  found  the  allowances  for  school  support 
and  the  payments  to  the  needy  blind,  the  needy  aged,  and  to  need}'  children.  In 
total  the  fixed  and  continuing  appropriations  amount  to  58  percent  of  the  entire 
budget. 

In  the  controllable  items  we  are  faced  with  greater  demands  upon  the  State 
than  at  any  time  prior  to  the  war — demands  that  reflect  our  rapid  growth  in 


population  and  the  war-induced  changes  in  our  economy.  We  are  dealing  with 
a  bigger  and  more  diversified  postwar  California,  with  expansions  in  almost  every 
field.  We  are  providing  for  the  needs  of  veterans  seeking  to  regain  educational 
and  employment  opportunities  denied  to  them  during  the  war.  In  addition  to  the 
direct  appropriations  made  for  these  purposes,  accelerated  demands  upon  State 
Government  are  indicated  by  the  growth,  expansion,  and  deferred  requirements 
found  in  the  enrollment  figures  for  our  university  and  state  colleges  and  junior 
colleges.  This  budget  makes  provision  for  an  enrollment  of  40,575  at  the  univer- 
sity. The  highest  prewar  enrollment  was  26,162.  The  minimum  war  enrollment 
was  10,211.  This  budget  contemplates  an  enrollment  at  our  state  colleges  of 
16,040.  The  highest  prewar  total  was  9,493.  During  the  war  it  dropped  to  3,667. 
Allowance  is  made  for  an  average  attendance  of  58,750  students  at  our  junior 
colleges,  compared  with  a  prewar  peak  of  43,677  and  a  wartime  low  of  23,817. 
We  have  sought  in  this  budget  to  restore  all  essential  peacetime  services 
expected  of  State  Government,  many  of  which  were  sharply  curtailed  of  necessity 
during  the  war.  We  have  continued  to  apply  the  test  of  administrative  efficiency 
as  well  as  need  to  each  item  proposed.  Recent  legislative  authorization  for  a 
number  of  departmental  reorganizations  is  making  this  easier  to  accomplish. 

COST  FACTORS 

In  the  preparation  of  this  budget  we  were  confronted  with  the  fact  that  the 
cost  of  goods  required  by  the  State  Government  is  dependent  upon  current  price 
levels.  Five  years  of  repeated  postponements  of  needed  repair  work  and  replace- 
ments have  left  the  State  in  a  position  where  safety  as  well  as  efficiency  is  a  factor 
which  must  be  considered  in  many  cases  regardless  of  high  prices. 

In  budgeting  adequately  for  its  wards  and  patients,  the  State  is  subject  to 
the  same  cost  increases  which  must  be  met  by  the  average  housekeeper.  This 
budget  provides  for  the  necessary  housing,  feeding,  and  clothing  of  46,580  persons 
in  our  veterans'  homes;  schools  for  the  blind,  deaf,  and  juveniles;  mental  hos- 
pitals, prisons,  and  other  institutions.  Not  only  has  the  day-to-day  cost  of  such 
housekeeping  increased,  but  we  will  have  3,418  more  persons  to  care  for  than  in 
the  current  year  and  5,338  more  than  during  1945-46. 

It  has  been  necessary  on  several  occasions  during  recent  years  to  raise  the 
salaries  of  state  employees  to  keep  our  state  pay-scales  on  a  parity  with  those  of 
private  and  other  public  employment  and  to  meet  the  increased  cost  of  living. 
Of  the  $122,000,000  budgeted  for  salaries  and  wages  during  the  next  fiscal  year 
$28,550,000  can  be  traced  to  the  salary  increases  granted  since  the  beginning  of 
the  war  period. 

A  comparison  of  the  minimum  present  and  prewar  salaries  follows : 

Minimum  monthly  salary 
Freudr  Present 

Junior  clerk $80  $140 

Hospital  attendant 100  150 

Intermediate  stenographer  clerk 110  170 

Senior  clerk 140  190 

Liquor  control  officer 170  220 

Auditor,  Grade  2 190  295 

Associate  highway  engineer 260  365 

iv 


CAPITAL  OUTLAY  EXPENDITURES 

The  major  capital  outlay  expenditures  called  for  in  this  budget  have  already- 
been  authorized  by  the  Legislature.  Funds  for  these  expenditures  come  from  the 
earmarked  wartime  surplus,  and  the  items  for  which  the  expenditures  are  pro- 
posed are  part  of  the  already  approved  postwar  construction  program.  Each  item 
of  expenditure  is  recommended  only  after  careful  consideration  of  needs  and  with 
a  policy  in  mind  that  the  State  should  not  compete  for  materials  and  labor  except 
in  matters  of  urgency.  The  major  items  are  for  building  and  improvements  at  the 
university,  state  colleges  and  special  schools,  and  for  needed  facilities  for  the 
Department  of  Corrections  and  at  our  state  institutions  for  the  mentally  ill.  The 
total  recommended  for  these  items  is  $69,252,180. 

Also  recommended  is  the  fullest  use  of  all  existing  funds  available  for  high- 
way maintenance  and  construction,  and  of  revenue  which  is  derived  from  state- 
owned  lands  and  dedicated  to  beach  and  park  development. 

It  will  be  noted  in  this  budget  that  there  has  occurred  a  35  percent  increase 
in  total  payments  to  local  governments.  These  amount  to  $326,672,857.  In  this 
total  will  not  only  be  found  the  cost  of  the  State 's  fuller  participation  in  the  sup- 
port of  public  schools  but  also  a  $59,169,300  item  for  the  care  of  the  needy  aged, 
blind  and  children.  The  latter  item  has  been  increased  by  $6,109,190  to  provide  for 
an  increase  in  the  number  of  persons  seeking  such  assistance.  In  this  total  will  also 
be  found  my  recommendation  for  an  increase  in  the  State 's  subsidies  for  treatment 
of  tuberculosis  and  an  allowance  of  additional  state  funds  for  use  by  local  govern- 
ments in  matching  federal  grants  for  hospital  construction. 

State  government  expenditures  amount  to  $314,926,169  of  which  $161,688,344 
represent  current  operating  expenses,  $144,089,629  capital  outlays,  $6,648,196  com- 
prise payments  on  existing  debt,  and  $2,500,000  constitute  reserves  for  unforeseen 

contingencies. 

MAJOR  BUDGET  INCREASES 

In  the  preparation  of  this  budget  particular  attention  has  been  given  to  our 
programs  for  education,  social  welfare,  health  and  protection.  The  increases  recom- 
mended for  these  major  services  of  government,  including  the  recommendations  for 
current  expenses,  capital  outlay,  and  payments  to  local  governments,  can  be 
summarized  as  follows : 

Education:  To  meet  greatly  enlarged  educational  requirements;  to  match 
increased  federal  grants  for  vocational  training  and  rehabilitation ;  to  construct 
additional  classrooms  at  our  university,  our  state  colleges  and  special  schools ;  and 
to  improve  school  standards  throughout  the  State. 

Recommended  Increase 

Current  expense $28,261,525        $4,465,702 

Capital  outlays 35,164,304        21,198,906 

Payments  to  local  governments 171,145,167         58,207,645 

Totals  $234,570,996      $83,872,253 

Social  Welfare:  To  provide  financial  assistance  to  an  increasing  number  of 
needy  aged,  blind,  and  children ;  and  to  cover  cost  of  administration : 

Recommended  Increase 

Current  expense $1,322,126  $535,581 

Payments  to  local  governments 59,487,540  6,150,425 

Totals  $60,809,666        $6,686,006 
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Mental  Hygiene:  To  operate  two  recently  acquired  overflow  mental  hospitals ; 

to  employ  additional  physicians,  nurses,  and  attendants;  to  increase  out-patient 

clinics  for  diagnosis  and  treatment ;  to  replenish  depleted  supplies  of  clothing  and 

bedding;  and  to  provide  additional  needed  housing  facilities  at  mental  hospitals 

and  homes : 

Recommended  Increase 

Current  expense $23,036,406        $4,337,817 

Capital  outlays - 16,348,952         11,596,187 

Totals  $39,385,358       $15,934,004 

Public  Health:  To  improve  medical,  surgical,  and  hospital  care  for  crippled 
and  spastic  children ;  to  enlarge  the  program  for  maternal  and  child  care ;  to 
improve  programs  for  treatment  and  suppression  of  communicable  diseases;  to 
provide  more  adequate  inspection  and  testing  of  foods  and  drugs ;  to  raise  tuber- 
culosis subsidies;  and  to  assist  counties  in  matching  federal  grants  for  hospital 

construction : 

Recommended  Increase 

Current  expense $2,638,273  $702,632 

Capital  outlays 445,000  420,000 

Payments  to  local  governments 5,450,000  3,607,108 

Totals  $8,533,273         $4,729,740 

Veterans'  Affairs:  To  increase  assistance  to  veterans  through  additional  vet- 
erans' service  officers  in  counties  and  through  veterans'  organizations;  to  provide 
funds  for  the  education  of  veterans;  to  improve  services  and  provide  housing 

facilities  at  the  Veterans '  Home : 

Recommended  Increase 

Current  expense $4,574,583        $1,032,371 

Capital  outlays 2,803,040  345,512 

Payments  to  local  governments 300,000  50,000 

Totals  $7,677,623        $1,427,883 

Corrections:  To  provide  for  the  rapidly  increasing  inmate  population;  to 
implement  the  psychiatric,  medical,  classification,  and  segregation  programs  of 
the  Youth  and  Adult  Authorities;  to  acquire  and  operate  new  school  for  14  to 
16-year  old  boys;  to  construct  and  operate  new  medium  security  institution  for 
adults ;  and  to  cooperate  with  local  authorities  in  preventing  juvenile  delinquency : 

Recommended  Increase 

Current  expense  —L $10,289,507        $1,970,215 

Capital  outlays 14,935,884        10,777,393 

Payments  to  local  governments 450,000  60,000 

Totals  $25,675,391       $12,807,608 


Industrial  Relations:  To  accelerate  handling  of  industrial  accident  claims; 
expand  accident  prevention  programs;  and  to  continue  the  augmented  program 
of  veterans'  apprenticeship  and  on-the-job  training: 

Recommended  Increase 

Current  expense $3,285,629  $576,615 

Highway  Safety:  To  provide  for  needed  expansion  of  the  Highway  Patrol 
and  to  replace  motorcycles  with  automobiles  wherever  possible ;  to  provide  for  more 
adequate  examination  of  drivers;  more  rapid  licensing  of  automobiles;  and  to 
expand  the  accident  prevention  program : 

Recommended  Increase 

Current  expense $13,914,189        $2,204,936 

Capital  outlays 1,250,000  1,250,000 

Totals  $15,164,189         $3,454,936 

Natural  Resources:  To  replace  obsolete  fire  fighting  equipment ;  to  modernize 
fire-fighting  services;  to  maintain  Youth  Authority  camps  under  Division  of 
Forestry ;  to  acquire  additional  cut-over  forest  lands  for  reforestation ;  to  eradicate 
white  pine  blister  rust  and  white  pine  beetle  infestation  in  California  forests ;  to 
provide  for  accelerated  fish  and  game  conservation  program ;  to  provide  forestry 
management  advisory  service ;  and  to  increase  and  operate  recreational  facilities 
at  state  beaches  and  parks,  and  historical  monuments : 

Recommended  Increase 

Current  expense $12,948,479        $2,963,274 

Capital  outlays 12,721,139  4,607,787 

Totals $25,669,618        $7,571,061 

Agriculture:  To  broaden  program  for  insect  pest,  rodent,  and  livestock 
disease  control,  and  to  meet  new  demands  for  meat  inspection  at  packing  plants : 

Recommended  Increase 

Current  expense $6,132,775  $801,301 

Capital  outlays 398,700  66,863 

Totals $6,531,475  $868,164 

Streets,  Roads,  Highways,  and  Local  Public  Works:  To  expedite  the  full 
use  of  all  existing  funds  available  for  highway  maintenance  and  construction ;  to 
make  required  apportionments  for  county  roads  and  city  streets;  to  assist  local 
agencies  in  construction  of  postwar  public  works  and  veterans'  housing. 

Recommended  Increase 

Current  expense $15,486,822  $362,159 

Capital  outlays —      48,466,111    —10,510,733 

Payments  to  local  governments 64,892,882        16,917,297 

Totals $128,845,815        $6,768,723 


REVENUES  AND  SURPLUS 

The  Department  of  Finance  estimates  state  revenues  under  existing  tax  levies 
will  total  $581,757,239  during  the  year  beginning  July  1,  1947.  The  sum  of  $425,- 
424,111  will  accrue  to  the  General  Fund,  $1,481,512  will  go  to  reserve  funds,  and 
$154,851,616  will  be  credited  to  the  various  special  funds. 

The  General  Fund  expenditure  requirements  of  this  budget  total  $386,662,757. 
This  provides  a  $38,761,354  cushion  between  estimated  General  Fund  receipts  and 
expenditures  in  the  1947-48  Fiscal  Year.  The  revenue  forecasts  are  predicated 
upon  a  belief  that  business  activity  will  continue  at  a  high  level  during  1947  and 
the  early  months  of  1948.  Readjustments  are  anticipated  in  some  lines  but  it  is 
believed  the  period  as  a  whole  will  compare  favorably  with  1946.  The  estimated 
margin  between  General  Fund  receipts  and  expenditures  would  allow  for  an 
approximate  10  percent  decline  in  volume  of  revenue  due  to  unforeseen  con- 
tingencies. 

Inasmuch  as  we  are  now  operating  on  an  annual  budget  basis,  and  General 
Fund  finances  are  in  this  healthy  condition,  I  have  recommended  the  continua- 
tion of  the  present  reduced  tax  levies  first  enacted  in  1943  and  reenacted  in  1945. 
Under  this  tax  reduction  program,  $296,000,000  has  been  saved  taxpayers  during 
the  past  four  years.  Continuation  of  these  tax  reductions  for  another  year  will 
mean  a  saving  of  an  additional  $96,650,000. 

As  a  result  of  war-induced  activity,  there  has  developed  during  each  of  the 
last  five  years  a  surplus  of  General  Fund  receipts  over  expenditures.  Four  years 
ago  we  inaugurated  a  policy  of  ear-marking  or  appropriating  these  excess  revenues 
to  meet  known  and  contingent  future  needs.  The  accumulated  General  Fund  sur- 
plus will  amount  to  $318,567,265  as  of  June  30,  1947. 

RECOMMENDATIONS 

It  is  my  belief  that  the  entire  surplus  should  be  used  to  complete  our  postwar 
construction  program  and  to  provide  a  reserve  for  unforeseen  contingencies. 

I  recommend,  therefore,  that  $128,446,250  of  the  surplus  be  immediately 
appropriated  to  the  Postwar  Employment  Reserve.  Of  this  total  $98,156,000  is 
needed  to  offset  higher  costs  involved  in  the  construction  program  for  which  appro- 
priations have  already  been  made.  Also  contained  in  the  recommendation  is  $22,- 
490,250  for  the  revision  and  expansion  of  projects  already  approved  and  for  which 
the  original  allocations  have  been  found  to  be  insufficient.  Likewise  included  is 
$7,800,000  for  National  Guard  armories  and  a  new  Department  of  Public  Health 
building  and  laboratory. 

I  further  recommend  that  a  bookkeeping  transfer  of  $34,000,000  be  made 
from  the  General  Fund  to  the  Postwar  Employment  Reserve.  This  represents 
appropriations  already  made  as  part  of  the  $154,000,000  construction  program 
authorized  by  the  Legislature  in  1946. 

If  these  transfers  are  made  to  the  Postwar  Employment  Reserve  there  will 
remain  as  surplus  in  the  General  Fund  the  sum  of  $156,121,015. 

It  is  my  recommendation  that  $75,000,000  of  this  surplus  be  immediately 
earmarked  as  a  revenue  deficiency  reserve.  This  recommendation  is  made  with 
the  following  long  term  considerations  in  mind : 

(1)  A  20  percent  decline  in  business  activity  would  reduce  state  income  by 
$100,000,000. 


(2)  Fixed  charges  against  the  General  Fund  which  now  amount  to  $231,- 
000,000  are  increasing  and  will  continue  to  increase  even  in  the  face  of  a  sub- 
stantial business  recession. 

(3)  Any  substantial  reversal  in  business  conditions  will  almost  automatically 
create  the  need  for  a  program  of  unemployment  relief. 

The  10  years  of  deficit  financing  in  State  Government  which  preceded  the 
war  provide  a  costly  illustration  of  the  need  for  thinking  in  terms  of  financial 
preparedness.  I  consider  it  to  be  only  a  matter  of  elementary  prudence  to  create 
a  reserve  for  the  rainy  day  which  will  come  if  history  repeats  itself. 

If  the  above  program  is  followed  we  will  enter  the  1947-1948  Fiscal  Year 
with  a  surplus  of  $81,121,015.  It  is  estimated  that  the  difference  between  General 
Fund  revenues  and  expenditures  during  the  coming  3'ear,  under  this  budget 
program,  will  add  an  additional  $38,761,354  to  this  surplus.  This  would  create  a 
$119,882,369  surplus  as  of  June  30,  1948.  Of  this  sum  $29,000,000  must  be  held 
in  reserve  to  meet  expenditures  in  the  future  under  appropriations  voted  by  the 
Fifty-sixth  Session  of  the  Legislature  and  still  available. 

The  free  and  uncommitted  surplus  as  of  June  30,  1948  will  therefore  amount 
to  $90,882,369. 

Analysis  of  this  budget  will  demonstrate  with  clarity  the  influence  of  inflated 
prices  and  population  growth  upon  the  cost  of  government.  From  this  budget  are 
eliminated  all  special  wartime  agencies.  An  extremely  small  part  of  the  total  is  for 
new  activities  in  State  Government.  Emphasis  has  been  placed  upon  improving  the 
services  offered  the  people  of  California,  bearing  in  mind  the  steady  increase  in 
population. 

During  the  past  two  years  we  have  followed  the  intent  of  the  Legislature 
and  have  interpreted  your  fiscal  policies  both  in  letter  and  in  spirit.  I  submit  this 
budget  in  this  same  spirit  and  with  every  confidence  that  if  it  is  adopted  we  will 
be  able  to  serve  the  needs  of  our  people  and  bring  our  State  to  the  end  of  the" 
next  fiscal  year  in  the  same  healthy  financial  condition  which  I  now  report. 

Respectfully  submitted. 


Governor 


Letter  of  Transmittal 


Honorable  Earl  Warren,  Governor  of  California 
State  Capitol,  Sacramento,  California 

Dear  Governor  Warren  : 

The  State  Budget  for  the  fiscal  year  beginning  July  1,  1947,  and  ending  June 
30,  1948,  has  been  prepared  in  accordance  with  your  policies  and  instructions  and 
is  presented  herewith. 

As  a  result  of  the  constitutional  amendment  adopted  at  the  last  general 
election  it  is  now  possible  to  prepare  the  State 's  financial  program  on  the  basis  of 
a  single  fiscal  year.  This  change  allows  a  more  precise  appraisal  of  the  State's 
expenditure  needs  and  revenue  prospects  than  was  possible  under  the  former 
biennial  budgets.  It  will  allow  a  closer  association  with  the  Legislature  and  more 
frequent  consultation  on  fiscal  problems.  It  will  also  facilitate  administration  of 
the  expenditure  program  given  legislative  approval. 

In  the  preparation  of  this  budget,  allowance  has  been  made  for  further 
growth  in  the  State's  population  at  approximately  the  prewar  rate  of  increase. 
Salary  and  wages  payments  to  state  employees  have  been  projected  on  the  basis 
of  pay-scales  in  effect  in  November,  1946,  but  a  lump  sum  allowance  has  been 
included  to  cover  the  cost  of  salary  increases  granted  by  the  State  Personnel  Board 
since  that  date. 

The  problem  of  forecasting  the  prices  at  which  the  State  will  buy  its  required 
volume  of  food,  clothing,  supplies,  and  equipment  during  the  1947-1948  Fiscal 
Year  has  been  particularly  difficult.  For  the  most  part  our  budget  computations 
were  made  during  the  period  of  rapidly  rising  prices  which  followed  decontrol. 
After  analysis  of  current  opinion  and  consultation  with  authorities  the  f blowing 
broad  assumptions  were  made  with  respect  to  prices  likely  to  be  paid : 

Food :  Up  15  percent  above  controlled  prices  of  April  through  June, 

1946,  but  approximately  15  percent  below  the  uncontrolled 
levels  of  August  and  October,  1946. 

Clothing :  At  the  level  of  October,  1946.  It  was  recognized  that  clothing 

prices  were  likely  to  advance  following  removal  of  controls, 
but  a  moderate  recession  after  this  rise  is  expected. 

Other  Items:  Up  25  percent  from  the  1945-46  average.  It  was  necessary 
to  make  this  assumption  early  in  the  budget  process;  hence 
we  have  used  a  general  relationship  to  known  averages  of  the 
earlier  period.  The  assumed  price  level  for  these  items  is 
approximately  5  percent  less  than  that  prevailing  in 
November,  1946. 

In  the  course  of  analyzing  the  budget  requests  of  operating  agencies  we  have 
applied  work-load  measurements  more  widely  and  more  accurately  than  has  been 
possible  in  the  past.  In  this  evaluation,  the  personnel  and  equipment  proposed  by 
the  various  departments  and  agencies  were  appraised  directly  in  terms  of  the 


volume  of  work  done  or  in  prospect.  This  is  a  phase  of  budget  preparation  which 
will  be  expanded  further  in  our  work  on  annual  budgets.  We  have  also  taken  full 
advantage  of  the  organization  and  administration  studies  conducted  under  our 
administrative  research  program. 

It  will  be  noted  that  the  war  time  activities  of  state  agencies  were  eliminated 
in  preparing  the  budget  program.  In  this  connection  it  is  of  special  interest  to 
report  that  the  Farm  Production  Council,  which  with  its  predecessor  organizations 
received  appropriations  aggregating  $4,794,882,  will  have  returned  a  total  of 
more  than  $3,000,000  to  the  State  General  Fund  when  operations  are  discontinued 
next  June  30th. 

I  desire  to  report  particularly  upon  the  emergency  and  other  contingency 
reserves  which  were  committed  directly  to  my  stewardship. 

Uncertainties  regarding  the  necessity  of  filling  positions  found  to  be  vacant 
at  the  time  the  present  budget  was  under  consideration  prompted  the  last  Legisla- 
ture to  establish  a  salary  restoration  fund  of  $2,836,167.  In  the  event  it  became 
necessary  to  fill  these  vacancies,  allocations  from  this  fund  were  to  be  made  by  the 
Department  of  Finance.  Less  than  half  of  the  sum  has  been  used,  and  $1,782,000 
will  be  returned  to  the  General  Fuud. 

An  appropriation  of  $10,940,322  was  provided  to  cover  the  cost  to  the  General 
Fund  of  salary  adjustments  effected  by  the  Personnel  Board  in  equalizing  state 
pay-scales  with  those  of  private  industry  and  other  governmental  units.  This  sum 
alone  would  have  proven  inadequate.  However,  it  has  been  possible  to  meet  a  sub- 
stantial part  of  the  cost  of  these  increases  from  salary  savings  accruing  as  a  result 
of  vacant  positions.  No  additional  appropriation  will  be  necessary. 

The  budget  for  this  two-year  period  made  no  specific  provision  for  increase  in 
commodity  prices  but  allocated  $1,750,000  to  cover  price  increases  and  emergency 
needs.  The  amount  appropriated  was  not  sufficient  to  meet  the  increased  cost  of 
food  and  clothing  for  unexpectedly  large  number  of  persons  in  our  institutions, 
higher  rentals  on  space  occupied  in  privately-owned  office  buildings — which  in 
many  instances  more  than  doubled — and  expansion  of  personnel  for  several 
important  activities  which  have  experienced  an  abnormally  large  growth  in  work 
load.  These  completely  unforeseen  contingencies  will  require  a  deficiency  appro- 
priation of  $3,000,000  for  the  current  fiscal  year. 

A  detailed  statement  of  all  operations  involving  these  reserves  is  contained  in 
the  budget  document. 

Assembly  Concurrent  Resolution  No.  11  adopted  by  the  Fifty-sixth  Legis- 
lature requested  information  regarding  the  cost  of  placing  State  employment 
uniformly  upon  a  40-hour  week.  This  information  will  be  presented  to  the  Legis- 
lature in  a  special  report  on  the  subject. 

I  should  like  to  acknowledge  with  special  appreciation  the  cooperation  of  other 
state  officials  and  agencies  and  the  work  of  our  staff  in  the  preparation  of  this 
budget. 

The  Department  of  Finance  is  prepared  to  furnish  any  further  information 
you  may  desire  or  to  assist  members  of  the  Legislature  in  the  consideration  of  the 
budget. 

Respectfully  yours, 


^fl&xz-OL- 


Director  of  Finance 
January  29,  1947 


fc 


Budget  Charts 


Chart      I.     Sources  and  Uses  of  State  Funds..  1947-1948  Fiscal  Year. 

Chart  II.  Per  Capita  Revenues  and  Expenditures  for  the  Fiscal  Year 
1947-1948. 

Chart  III.  The  Budget  Expenditure  Dollar,  Classified  by  Character  of 
Expenditure,  1947-1948  Fiscal  Year. 

Chart  IV.  Fixed  and  Controllable  Costs  of  State  Government,  1947-1948 
Fiscal  Year. 

Chart  V.  Composition  of  Budget  Revenue  and  Expenditure  Dollars,  1947- 
1948  Fiscal  Year. 

Chart  VI.  Comparative  State  Expenditures,  Fiscal  Years  1942-1943  to  1947- 
1948,  Showing  Cost  of  State  Government  and  Payments  to  Local 
Governments. 
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THE  BUDGET  EXPENDITURE  DOLLAR 

CLASSIFIED  BY  CHARACTER  OF  EXPENDITURE 

1947-1948   FISCAL  YEAR 


DEBT    SERVICE-^  ^RESERVE  FOR    EMERGENCIES 
1.0<:  0.4$ 


CHART  JSL 

FIXED  AND  CONTROLLABLE  COSTS 
OF  STATE  GOVERNMENT 

1947-1948   FISCAL  YEAR 

PERCENT  OF  BUDGET    TOTAL 


FIXED 
BY  BY 

STATUTE      CONSTITUTION 
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FIXED   AND  CONTINUING  APPROPRIATIONS: 
PROVIDED    BY    STATUTE 

(AID    TO   NEEDY  AGED,  BLIND,  CHILDREN;  HIGHWAY    EXPENDITURES; 
APPORTIONMENTS    OF   SHARED    REVENUE;  ETC.) 

ESTABLISHED   BY  CONSTITUTIO  N 

(FOR    EDUCATION,  DEBT    SERVICE,  LEGISLATORS 
SALARIES.) 

TOTAL   FIXED    COSTS 
CONTROLLABLE    EXPENDITURES: 

(FOR    SUPPORT    OF    STATE     EDUCATIONAL    INSTITUTIONS; 
HOSPITALS,  PRISONS,   COURTS,   ADMINISTRATION;  ETC.) 

TOTAL     BUDGET 


AMOUNT  PERCENT 


$  203,730,176 
169,408,196 

$    373,138.372 
268,460.654 

£  641,599,026 
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Summary  Statements 


Schedule  I. 
Schedule  IIA. 

Schedule  IIB. 

Schedule  III. 

Schedule  IV. 
Schedule  V. 


Schedule  VI. 


Schedule  VII. 


General  Budget  Summary. 

Comparative  Summary  of  Estimated  Revenues 
for  the  Fiscal  Years  1946-1947  and  1947-1948. 

Comparative  Summary  of  Estimated  and  Pro- 
posed Expenditures  for  the  Fiscal  Years  1946- 
1947  and  1947-1948. 

Summary  of  Estimated  Unbudgeted  Balances,  by 
Funds,  as  of  July  1,  1947,  and  June  30,  1948. 

General  Fund  Balance  Sheet  as  of  June  30, 1945. 

Comparative  Statement  of  Revenues,  by  Organi- 
zation Units,  Funds,  and  Principal  Sources,  for 
the  Three  Fiscal  Years,  1945-1946,  1946-1947  and 
1947-1948. 

Comparative  Statement  of  Expenditures,  by  Or- 
ganization Unit,  Character,  and  Fund,  for  the 
Three  Fiscal  Years,  1945-1946,  1946-1947  and 
1947-1948. 

Summary  of  Fixed  Charges  and  Continuing  Ap- 
propriations, by  Purpose  and  Fund,  for  the 
1946-1947  and  1947-1948  Fiscal  Years. 


Schedule  VIII.  Comparative  Statement  of  Contributions  and 
Expenditures  of  Federal  Aid  Granted  to  the 
State  of  California  for  the  Three  Fiscal  Years, 
1945-1946,  1946-1947  and  1947-1948. 


Schedule  IX. 


Statement  of  Bonded  Debt  of  the  State  of  Cali- 
fornia as  of  December  31,  1946. 
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SCHEDULE  I 
GENERAL  BUDGET  SUMMARY 


Schedule 
number 


Actual 

1945-1946 

Fiscal 

Year 


Actual  and 
estimated 
1946-1947 

Fiscal  Year 


Estimated 

and  proposed 

1947-1948 

Fiscal  Year 


Increase  (+) 

or  Decrease  ( — ) 

from 

1946-1947 


GENERAL  FUND 


Revenues: 
General  Taxes  _ 
Special  Taxes- - 
Other  Sources  _ 


Total  Revenues- 


Deduct:  Expenditures: 
State  Government: 

Current  Expenses 

Capital  Outlay 

Debt  Service 

Reserves  for  Contingencies . 


Total  State  Government 

Payments  to  Local  Governments 

Total  Expenditures 

CURRENT  BUDGET  SURPLUS 

Add:  Surplus  at  Beginning  of  Year 

SURPLUS  AT  END  OF  YEAR,  BEFORE  TRANSFERS- 

Dbduct:  Transfers  to  Reserves  ( tt) : 

Revenue  Deficiency  Reserve 

Bond  Sinking  Fund  of  1943 

Postwar  Employment  Reserve 

Postwar  Unemployment  and  Construction  Fund 

War  Catastrophe  Reserve  (Returned  to  the  General  Fund)-. 
Highway  Fund — Reserve  for  County  Secondary  Highways.. 


II-A 


8346,395,452  76 

6,172,894  07 

11,833,668  69 


$404,331,847  00 

5,441,643  00 

13,602,942  00 


$406,304,979  00 

4,012,000  00 

15,107,132  00 


+  $1,973,132  00 
—  1,429,643  00 
4-   1,504,190  00 


II-B 


$364,402,015  52 


$65  069,881  67 
8,033,071  38 
5,337,424  15 


$423,376,432  00 


$89,851,369  00 

19,173,085  00 

2,952,260  00 

1,224,639  00 


$425,424,111  00 


$112,048,314  00 

23,591,211  00 

3,054,625  00 

2,500,000  00 


$2,047,679  00 


+  $22,196,945  00 

+   4,418,126  00 

+    102,365  00 

+   1,275,361  00 


$78,440,377  20 
$153,992,033  16 


$113,201,353  00 
$173,341,538  00 


$141,194,150  00 
$245,468,607  00 


+  $27,992,797  00 
+  $72,127,069  00 


$232,432,410  36 


$286,542,891  00 


$386,662,757  00 


+$100,119,866  00 


III,  IV 
III 


$131,969,605  16 
138,915,608  60 


$136,833,541  00 
181,733,724  01 


$38,761,354  00 
81,121,015  01 


—  $98,072,187  00 

—  100,612,709  00 


$270,885,213  76 


$318,567,265  01 


$75,000,000  00 


$119,882,369  01 


—$198,684,896  00 


$75,000,000  00t 


$11,651,489  75 

500,000  00 

90,000,000  00 

—25,000,000  00 

12,000,000  00 


162,446,250  00 


162,446,250  00f 


Total  Transfers  to  Reserves 

RESULTANT  SURPLUS  AT  END  OF  YEAR,  AFTER  TRANSFERS. 


$89,151,489  75 


$237,446,250  00 


—$237,446,250  00f 


III 


$181,733,724  01 


$81,121,015  01      $119,882,369  01      4-  $38,761,354  00 


»  Including  General  Fund  appropriations  transferred  to  State  Highway  Fund. 


t  Add 


A2 


SCHEDULE  I 
GENERAL  BUDGET  SUMMARY— Continued 


Actual 
Schedule   |        1945-1946 
number    I  Fiscal 

Year 


Actual  and 

estimated 
1946-1947 
Fiscal  Year 


Estimated 

and  proposed 

1947-1948 

Fiscal  Year 


Increase  (+) 

or  Decrease  ( — ) 

from 

1946-1947 


RESERVE  FUNDS 


Revenues: 

General  Taxes 

Interest  on  Investments. 

Total  Revenues 


Deduct:     Expenditures: 
State  Government: 

Current  Expenses 

Capital  Outlay 

Debt  Service 


Total  State  Government 

Payments  to  Local  Governments- 


Total  Expenditures- 


CURRENT  BUDGET  SURPLUS. 


Add:  Unbudgeted  Balances  at  Beginning  of  Year. 
Transfers  from  General  Fund 


RESULTANT  UNBUDGETED  BALANCES  AT  END  OF  YEAR. 


SPECIAL  FUNDS 


Revenues: 
General  Taxes  - 
Special  Taxes.. 
Other  Sources- 


Total  Revenues- 


Deduct:    Expenditures: 
State  Government: 

Current  Expenses 

Capital  Outlay 


Total  State  Government 

Payments  to  Local  Governments- 


Total  Expenditures. 


CURRENT  BUDGET  SURPLUS _• 

Add:  Unbudgeted  Balances  at  Beginning  of  Year- 
Transfers  from  General  Fund 


RESULTANT  UNBUDGETED  BALANCES  AT  END  OF  YEAR. 

GRAND  TOTALS,  ALL  FUNDS 

REVENUES _ 

EXPENDITURES 

CURRENT  BUDGET  SURPLUS — 


II-A 


II-B 


III 


III 


II-A 


II-B 


III 


III 


II-A 
II-B 


S2.689.601  51 


$246,374  00 


$1,481,512  00 


$2,689,601  51 


$4,148  60 
1,131,135  00 
3,808,020  00 


$246,374  00 


$99,508  00 

11,687,221  00 

3,700,796  00 


$1,481,512  00 


$283,888  00 

62,076,989  00 

3,593,571  00 


$4,943,303  60 


$15,487,525  00 
4,953,500  00 


$65,954,448  00 
14,155.500  00 


$4,943,303  60 


$20,441,025  00 


$80,109,943  00 


—$2,253,702  09* 

8183.876,296  34 
77,151,489  75 

$258,774,084  00 


$16,775,409  58 
93,777,556  62 
19,202,324  24 


—$20,194,651  00* 

$258,774,084  00 
237,446,250  00 

$476,025,683  00 


$21,670,153  00 
105,825,908  00 
20,558,394  00 


—$78,628,430  00* 
$476,025,683  00 


$129,755,290  44 


$34,811,757  34 
31,601,513  38 


$148,054,455  00 


$43,873,600  00 
73,641,127  00 


$66,413,270  72 
38,385,670  02 


$117,514,727  00 
63,359,158  00 


$104,798,940  74 


$180,873,885  00 


$24,956,349  70 

112.865,901  30 

12.000,000  00 


-$32,819,430  00* 
149,822,251  00 


$149,822,251  00 

$496,846,907  47 
$342,174,654  70 


SI  17,002,821  00 


$571,677,261  00 
$487,857,801  00 


$397,397,247  00 


$24,055,021  00 
108,901,000  00 
21,895,595  00 


$154,851,616  00 


$49,356,142  00 
58,421,429  00 


$107,777,571  00 
67,048,750  00 


$174,826,321  00 


-$19,974,705  00* 
117,002,821  00 


$97,028,116  00 


$581,757,239  00 
$641,599,026  00 


$154,672,252  77  |  $83,819,460  00  —$59,841,787  00* 


+  $1,235,138  00 


+  $1,235,138  00 


+  $184,380  00 
+  50,389,768  00 
—    107,225  00 


+  $50,466,923  00 
+   9,202,000  00 


+  $59,668,923  00 


+  $58,433,785  00$ 

+$217,251,599  00 

—  237,446,250  00 

—  $78,628,436  00 


+  $2,384,868  00 
+  3,075,092  00 
+       1,337,201  00 


+     $6,797,161  00 


+     $5,482,542  00 
—     15,219,698  00 


—     $9,737,156  00 
+       3,689,592  00 


$6,047,564  00 


—  $12,844,725  00f 

—  32,819,430  00 


—  $19,974,705  00 

+  $10,079,978  00 
+$153,741,225  00 
—$143,661,247  00 
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Estimated  Revenues  During  the  1947-48 

Fiscal  Year 


State  revenues  totaling  $581,757,239  are  forecast 
for  the  1947-48  Fiscal  Year  under  the  estimates  pre- 
sented in  this  budget.  Of  this  amount,  it  is  estimated 
$425,424,111  will  accrue  to  the  General  Fund  and 
$156,333,128  will  be  credited  to  the  various  special 
accounts  in  the  State  Treasury.  The  aggregate  and  the 
anticipated  receipts  for  each  of  the  two  major  sub- 
divisions will  constitute  new  record  levels  of  income 
despite  the  fact  that  allowance  has  been  made  for 
continuation  of  the  temporary  tax  reductions  measures 
enacted  in  1943  and  1945.  The  totals  shown  represent 
receipts  from  all  existing  sources  of  state  revenue, 
including  amounts  to  be  shared  with  local  governments 
but  excluding  $118,738,169  expected  in  the  form  of 
subventions  from  the  Federal  Government. 

In  comparison  with  these  amounts,  total  revenues 
for  the  1946-47  Fiscal  Year  are  estimated  at  $571,- 
677,261,  comprising  $423,376,432  for  the  General  Fund 
and  $148,300,829  for  special  accounts.  During  the  last 
completed  fiscal  period,  1945-46,  the  corresponding 
figures  were  $496,846,907  total  state  revenues,  with 
$364,402,016  for  the  General  Fund  and  $132,444,892 
for  special  funds. 

Adoption  of  a  single  fiscal  year  as  the  basis  of  state 
operations  should  materially  improve  the  accuracy  of 
budget  revenue  forecasts.  Receipts  during  the  12 
months  beginning  July  1,  1947,  will  be  determined 
essentially  by  economic  conditions  in  the  calendar  year 
1947.  Considerably  more  information  is  available  for 
this  period  than  could  be  relied  upon  with  confidence 
for  two  full  years  into  the  future.  There  is,  however, 
a  substantial  margin  of  possible  variation  even'  in  this 
shorter  period  and  the  forecasts  should  be  appraised 
with  this  in  mind.  Special  fund  receipts,  which  relate 
primarily  to  motor  vehicle  ownership  or  operation,  are 
probably  less  vulnerable  to  economic  reversal  than  are 
those  of  the  General  Fund.  This  is  particularly  true 
at  present  while  motor  vehicle  operation  is  emerging 
from  the  curtailed  levels  of  the  war  period.  In  the  ease 
of  General  Fund  revenues,  a  variation  from  a  low  of 
$395,000,000  to  a  high  of  $475,000,000  is  wholly 
possible. 

To  those  who  foresee  a  period  of  serious  economic 
readjustment  in  1947,  the  forecasts  here  presented 
will  appear  optimistic ;  to  those  who  expect  a  continu- 
ation of  the  current  high  levels  of  activity  in  all  lines 
of  economic  endeavor,  they  will  seem  conservative. 
Because  a  strong  case  can  be  made  in  support  of  either 
of  these  views,  the  basis  for  these  forecasts  and  the 
assumptions  upon  which  they  rest  are  here  set  forth 
in  some  detail. 


Economic  Conditions 

California's  General  Fund  revenues  are  related 
directly  to  economic  conditions  in  the  State  and  Nation. 
Almost  80  percent  of  the  total  is  derived  from  taxes  on 
retail  trade,  personal  incomes,  and  corporate  net 
profits.  In  all  three  a  change  in  the  volume  of  business 
causes  a  direct,  and  almost  immediate,  change  in  the 
State's  revenue.  Sales  tax  receipts  lag  approximately 
two  months  behind  the  taxable  transactions,  while  the 
first  installments  of  revenues  from  the  levies  on  personal 
and  corporate  incomes  are  due  within  four  months  of 
the  close  of  the  income  year.  Approximately  15  percent 
of  the  general  tax  revenue  comes  from  levies  on  alcoholic 
beverages,  inheritances,  and  insurance  business,  all  of 
which  are  closely  allied  with  economic  conditions  but  do 
not  fluctuate  as  directly  as  the  first  three.  In  the  case  of 
the  insurance  tax  more  than  a  year  elapses  between 
the  taxable  transaction  and  actual  remittance  of  the 
tax  to  the  State.  A  lag  of  six  months  to  a  year  is  normal 
under  the  inheritance  tax. 

Business  activity  in  the  United  States  and  in  Cali- 
fornia attained  unprecedented  levels  in  1946.  The 
broadest  single  index  of  economic  conditions  is  the 
volume  of  income  received  by  individuals  in  the  form 
of  wages  and  salaries,  dividends,  interest,  rents,  royal- 
ties, and  the  earnings  of  proprietors.  For  the  Nation 
as  a  whole,  individual  incomes  totaled  $165,000,000,000 
during  1946  and  at  year-end  the  annual  rate  reached 
$174,000,000,000.  The  latter  represented  a  gain  of  160 
percent  over  the  prewar  average.  Although  accurate 
data  regarding  the  income  of  Californians  last  year 
are  not  yet  available,  there  are  indications  the  total 
exceeded  13.5  billion  dollars — the  largest  amount  in 
the  State 's  history  and  almost  twice  the  prewar  record 
achieved  in  1941. 

Further  evidence  concerning  the  towering  level  of 
business  activity  at  the  year's  end  is  provided  in  the 
employment  of  more  than  3,600,000  persons  within  the 
State — virtually  equal  to  the  total  at  the  peak  of 
intense  war  activity.  Business  transactions,  as  evi- 
denced by  demands  upon  bant  deposits,  stood  at  an 
all-time  high,  while  retail  trade  during  the  Christmas 
quarter  exceeded  the  previous  record  established  in 
1945  by  a  wide  margin.  On  the  basis  of  this  and  other 
information  there  can  be  no  doubt  the  State  entered 
1947  in  an  unexcelled  position  and  this  will  be 
reflected  in  revenue  collections  for  several  months 
to  come. 

Viewed  from  the  standpoint  of  potential  demand 
for  goods  and  services  and  the  capacity  to  satisfy  this 
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demand  the  current  situation  is  extremely  favorable. 
Consumption  of  many  products  was  curtailed  during 
the  war  period.  Until  recently  replacements  for  a  wide 
variety  of  durable  goods  have  been  almost  unobtain- 
able and  a  backlog  of  need  equal  to  several  years  of 
normal  consumption  has  accumulated.  In  addition,  the 
population  of  this  State  increased  one-third  during 
the  five  years  since  1941.  Facilities  to  meet  the  needs 
of  these  two  million  new  residents,  in  large  part,  are 
yet  to  be  provided.  This  task  alone  would  normally 
assure  intense  activity  for  months,  if  not  years,  into 
the  future. 

Substantial  resources  are  available  to  satisfy  this 
demand.  The  high  level  of  current  income  is  widely 
distributed  among  the  people  as  a  whole  and,  so  far  as 
purchasing  power  is  concerned,  it  is  likely  to  be  made 
more  effective  by  a  reduction  in  Federal  income  taxes 
during  1947.  In  addition,  the  people  of  California  hold 
approximately  $13,000,000,000  in  liquid  assets — cur- 
rency, bank  deposits,  war  bond,  and  other  savings. 
Although  national  studies  have  revealed  a  concentra- 
tion of  these  resources  in  the  hands  of  individuals  with 
higher  incomes,  there  is  sufficient  distribution  to  afford 
considerable  support  to  purchasing  power.  Moreover, 
there  is  a  strong  probability  that  credit  will  be  further 
expanded  as  durable  goods  come  into  increasing 
supply  and  this  expansion  will  contribute  to  immediate 
purchasing  power.  There  are,  therefore,  a  number  of 
fundamental  factors  which  hold  promise  of  further 
heights  to  be  achieved  in  the  economic  affairs  of  the 
State  during  the  current  year. 

Although  this  outlook  is  promising,  it  must  be 
appraised  with  caution.  It  is  likely  some  readjustments 
will  be  necessary  during  the  course  of  the  year.  A  part 
of  the  Nation's  production  during  1946  was  devoted 
to  the  building  of  inventories  in  the  hands  of  producers, 
wholesalers,  retailers,  and  consumers.  This  has  been 
particularly  true  of  nondurable  goods.  As  pipelines 
become  fuli  a  readjustment  of  current  production  will 
be  necessary. 

With  the  removal  of  artificial  controls,  prices  of 
many  products  advanced  rapidly,  carrying  several 
important  segments  of  the  price  structure  out  of  line 
with  individual  incomes.  During  the  last  six  months 
of  1946  retail  prices  rose  15  percent  and  general  whole- 
sale quotations  jumped  24  percent.  Meanwhile  average 
earnings  of  individuals  advanced  only  about  5  percent, 
according  to  national  data.  It  is  probable  a  great  num- 
ber of  potential  purchasers  have  dropped  out  of  the 
current  market  and  in  many  lines  the  future  demand 
at  current  prices,  once  the  most  pressing  needs  are  satis- 
fied, is  unknown.  It  seems  logical  to  assume  that  con- 
sumer resistance  to  current  prices  of  some  items, 
coupled  with  the  economies  accompanying  a  smoother 
and  better  integrated  productive  process,  will  result 
in  price  reductions  during  the  latter  part  of  the  current 
year. 

Moreover,  history  shows  a  readjustment  in  the  wake 
of  every  major  war  and  there  are  indications  the  cur- 
rent period  may  be  no  exception.  A  strong  parallel 
exists  between  the  stock  market  reversal  and  weakened 
commodity  price  quotations  in  1946  and  similar  events 
of  1919-20.  While  underlying  conditions  are  not  iden- 


tical in  the  two  periods,  the  existence  of  this  precedent 
calls  for  caution  in  appraising  the  present  outlook. 

Assumptions 

As  a  result  of  a  detailed  analysis  of  current  eco- 
nomic conditions,  the  following  assumptions  have  been 
made  in  formulating  the  budget  revenue  estimates  for 
the  1947-48  Fiscal  Year : 

Economic  Activity:  Although  economic  condi- 
tions are  excellent  as  the  year  opens,  a  moderate 
readjustment  during  the  course  of  the  next  12 
months  has  been  assumed.  Starting  from  high  levels 
and  declining  throughout  the  year,  the  general 
pattern -of  conditions  will  be  roughly  the  reverse  of 
that  shown  in  1946. 

Income  of  Individuals:  Under  this  pattern  of 
general  conditions,  the  aggregate  income  of  indi- 
viduals will  be  approximately  the  same  as  that  for 
1946.  A  decline  of  12.5  percent  from  the  current 
annual  rate  of  $174,000,000,000  for  the  Nation  to 
$152,000,000,000  at  the  close  of  the  year  has  been 
estimated.  On  this  basis  total  income  payments  in 
1947  would  be  $163,000,000,000,  compared  with 
$165,000,000,000  indicated  for  1946. 

Normally,  California  residents  would  receive 
approximately  8.33  percent  of  the  national  income. 
Because  of  its  increasing  population  and  the  pro- 
portionately greater  backlog  of  work  to  be  done,  the 
income  to  persons  in  this  State  should  be  above  the 
corresponding  figure  for  1946,  but  an  income  level 
of  $13,500,000,000  has  been  assumed. 

In  estimating  retail  sales  tax  revenue  and 
receipts  from  several  other  sources  it  has  been 
assumed  that  federal  income  taxes  would  be  reduced 
10  percent  during  the  year,  that  persons  in  this 
State  would  draw  upon  their  savings  to  the  extent  of 
$500,000,000  in  the  construction  of  homes  and 
purchase  of  other  durable  items,  and  that  the  volume 
of  short  term  credit  would  be  expended  by  $400,- 
000,000,  or  back  to  1941  levels  after  allowing  for 
increased  population  and  prices. 

Price  Levels:  It  has  been  assumed  general  prices 
would  recede  from  their  current  high  points  and 
the  1947  average  would  be  the  same  as  1946. 

Population:  Continued  growth  in  the  state's 
population  at  the  prewar  rate  is  anticipated.  Esti- 
mates of  civilian  population  are  shown  in  the  table 
on  page  A9.  In  this  connection  it  should  be  noted 
the  large  increases  shown  in  1945  and  1946  are  due 
chiefly  to  the  return  of  service  personnel  to  civilian 
status. 

General  Fund  Revenues 

With  this  general  pattern  of  activity,  revenue 
receipts  from  the  State's  principal  General  Fund 
sources  during  1947-48  will  approximate  the  indicated 
totals  for  the  current  year.  Receipts  from  some  sources 
will  diminish  but  amounts  derived  from  other  channels 
will  increase.  In  the  ease  of  the  retail  sales  tax,  for 
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example,  taxable  sales  of  nondurable  goods  may  be 
moderately  below  the  totals  for  1946.  Consumption  in 
these  lines  was  unusually  large  during  the  war  and 
immediate  postwar  period.  As  the  most  pressing 
demand  is  satisfied  and  price  readjustments  take  place, 
sales  tax  payments  in  connection  with  these  items  may 
drop.  This  is  particularly  true  of  meals  and  drinks, 
where  the  current  volume  of  taxable  sales  is  almost  three 
times  the  total  for  1941.  In  the  aggregate,  a  decline  of 
15  percent  has  been  anticipated  in  this  segment  of  the 
sales  tax  base. 

The  reduction  in  revenue  derived  from  these  items, 
however,  will  be  offset  by  an  increase  in  the  volume  of 
motor  vehicle,  building  material,  home  furnishing,  and 
commercial  equipment  sales.  Deviations  from  the  fore- 
p-oinp  basic  assumptions  were  made  in  estimating  the 
taxable  volume  of  these  durable  goods  which  were  vir- 
tually unobtainable  during  the  war  and  only  recently 
have  come  into  supply.  In  several  instances  the  level  of 
business  is  likely  to  be  determined  by  productive 
capacity  rather  than  effective  demand. 

In  projecting  sales  tax  collections  it  has  been  esti- 
mated that  building  construction  in  California  during 
1947  will  increase  one-third  over  the  total  for  1946. 
While  price  factors  are  likely  to  influence  construction 
in  some  lines,  the  aggregate  need  for  residential,  com- 
mercial, and  industrial  building  is  believed  to  be  so 
large  as  to  assure  an  over-all  record  volume.  The  supply 
of  building  materials  and  related  items  should  improve 
shortly  and  the  availability  of  skilled  labor  in  the 
building  trades  may  prove  to  be  the  principal  limiting 
factor  on  the  1947  program.  This  forecast  is  in  line  with 
authoritative  estimates  recently  made  for  the  nation 
and  is  in  general  agreement  with  advice  received  from 
representatives  of  the  industry  in  California. 

For  the  current  year  at  least  the  chief  limitation 
upon  motor  vehicles  sales  is  likely  to  be  the  volume  of 
national  production.  In  projecting  the  tax  yield  from 
this  type  of  sales  a  national  production  of  4,000,000 
units  has  been  assumed,  with  sales  in  California  of 
300,000  units  at  present  prices.  In  the  event  output 
exceeds  this  figure,  sales  in  California  will  be  greater 
and  the  estimated  revenue  from  this  source  will  be 
exceeded. 

Similar  allowances  have  been  made  in  the  sales  of 
furniture,  home  appliance,  business  equipment,  and 
some  lines  of  heavy  industrial  supplies  and  equipment. 
In  the  aggregate  it  is  anticipated  the  dollar  volume  of 
durable  goods  transactions  will  increase  approximately 
20  percent  over  1946,  more  than  offsetting  the  antici- 
pated decline  in  nondurable  lines. 

Personal  income  tax  collections  have  been  estimated 
directly  from  the  forecast  of  income  payments  to  Cali- 
fornia residents  in  1947.  Because  the  aggregate  volume 
of  individual  incomes  forecast  for  this  year  is  the  same 
as  that  for  1946,  and  almost  identical  with  the  1945 
total,  personal  income  tax  receipts  shoidd  be  relatively 
stable  this  fiscal  year  and  next. 

The  forecasts  of  revenue  from  the  bank  and  cor- 
poration franchise  tai  are  based  largely  upon  reports 
from  firms  which  account  for  over  40  percent  of  the 
total  tax.  These  corporations  have  been  extremely 
cooperative  in  providing  tentative  calculations  of  the 


amount  of  State  tax  they  will  pay  in  1947.  In  addition 
to  this  information,  the  estimates  take  into  considera- 
tion the  past  relationship  between  corporation  taxes 
and  other  economic  data.  Similarly,  the  insurance  gross 
premiums  tax  estimate  rests  upon  preliminary  reports 
of  insurance  business  in  California  provided  by  103 
companies  which  account  for  two-thirds  of  the  tax. 

Among  the  other  general  levies,  alcoholic  beverage 
taxes  and  license  fees  should  hold  the  levels  attained 
last  year  and  currently  continuing.  Motor  vehicle  trans- 
portation license  tax  collections  are  apparently  to  be 
unusually  high  in  the  present  fiscal  year,  but  a  part  of 
this  increase  may  be  temporary  and  a  moderate  decline 
has  been  forecast  for  1947-48. 

General  Fund  Trends  and  Ratios 

During  the  decade  since  the  present  State  Tax  Sys- 
tem was  inaugurated  receipts  from  General  Fund 
revenue  sources  have  increased  from  $159,722,000 
(1936-37)  to  $367,092,000  (1945-46).  The  latter  amount 
is  not  entirely  comparable  with  the  former  since  it 
reflected  the  effect  of  the  1943  and  1945  tax  reductions. 
Had  the  sales,  income  and  franchise  taxes  remained 
unchanged,  General  Fund  revenues  would  have 
exceeded  $446,878,000  in  1945-46.  The  record  of  collec- 
tions during  this  period  is  shown  in  Column  6  of  the 
accompanying  table. 

Huge  as  this  increase  has  been,  it  has  borne  a  fairly 
stable  relationship  to  the  income  of  California  residents 
and  to  their  aggregate  expenditures.  Before  the  war, 
State  General  Fund  taxes  took  $3.50  out  of  each  $100 
of  aggregate  income  and  amounted  to  $3.70  for  each 
$100  of  total  expenditures.  There  were  no  wide  fluctua- 
tions in  either  ratio  from  year-to-year. 

During  the  war  period  two  changes  occurred.  First, 
people  began  to  save  a  greater  proportion  of  their 
incomes,  with  the  residt  that  general  taxes  declined  in 
relation  to  individual  earnings.  Second,  the  rates 
of  tax  on  retail  sales,  personal  incomes,  and  corporate 
profits  were  reduced.  As  a  result,  the  ratio  of  general 
tax  collections  to  individual  incomes  declined,  reaching 
a  low  of  $2.45  per  $100  income  in  1944-45.  Since  that 
time  an  upward  movement  has  been  evident,  with  a 
ratio  of  $3.14  indicated  in  the  current  year  and  $3.15 
forecast,  for  1947-48.  The  anticipated  level  for  next 
fiscal  year  is  moderately  above  the  comparable  prewar 
ratio,  due  principally  to  the  assumed  large  volume  of 
building  construction,  the  relatively  high  dollar  volume 
of  motor  vehicle  sales,  and  substantial  taxable  pur- 
chases by  industrial  and  commercial  firms.  These  rela- 
tionships are  shown  in  the  table,  where  estimates  dis- 
regarding the  tax  reduction  measures  are  given  in  the 
lower  tier  of  figures. 

If  general  tax  receipts  are  related  to  estimated  total 
spending  by  individuals,  rather  than  income,  a  some- 
what different  pattern  is  shown.  From  the  earlier 
average  of  $3.70  per  $100  of  aggregate  expenditures, 
the  ratio  advanced  to  $4.17  in  1942-43  and  $4.59  in 
1945-46.  It  is  probable  a  part  of  this  increase  resulted 
from  unusually  large  taxable  expenditures  by  industry 
and  the  tax  contributions  of  visitors  whose  purchases 
here  are  not  included  in  the  estimate  of  expenditures  by 
Calif  or  nians. 
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The  estimates  of  General  Fund  revenue  during  the 
current  and  ensuing  years  indicate  a  return  toward  the 
prewar  relationship.  On  a  comparable  basis  (i.  e.  dis- 
regarding tax  reductions)  the  $4.69  and  $4.26  shown  in 
Column  9  of  the  table  for  this  year  and  nest  are  below 
the  recent  $5.58  peak  but  well  above  the  prewar  average. 

Special  Fund  Revenues 

Approximately  three-fourths  of  the  total  revenue 
for  special  funds  represent  taxes  upon  the  ownership 
and  operation  of  motor  vehicles.  Receipts  from  these 
sources  dropped  sharply  during  the  war  period,  when 
new  vehicles  were  almost  unavailable  and  driving  was 
restricted.  The  estimates  here  presented  assume  a 
gradual  return  to  the  prewar  relationship  between 
vehicles  and  population.  Total  fee  paid  registrations  of 
3,700,000  are  estimated  for  December  31,  1947,  and 
3,950,000  for  the  end  of  the  following  year.  These 
amounts  compare  with  3,442,000  at  the  close  of  1946. 
It  is  anticipated  that  gasoline  tax  collections  per  fee 
paid  registration  will  amount  to  $20.50  in  the  current 
year  and  in  1947-48,  compared  with  $19  in  1945-46  and 
$18.15  in  1941-42,  the  prewar  peak. 

Motor  vehicle  license  fees  (in  lieu  tax)  are  frozen 
through  1947  under  legislation  adopted  in  1945.  Legis- 
lation will  be  requested  to  extend  the  present  fees  until 
the  used  car  market  returns  to  normal,  and  the  esti- 
mates for  the  next  fiscal  year  assume  this  will  be  done. 
The  addition  of  300,000  new  vehicles  at  high  values  to 
the  stabilized  base  will  increase  the  volume  of  revenue 
from  this  source. 

In  accordance  with  the  pattern  assumed  for  general 
business  a  decline  of  20  percent  has  been  anticipated 
for  receipts  from  horse  racing.  The  estimated  total  for 
1947-48  is  $15,913,000,  compared  with  $20,117,551  indi- 
cated for  the  present  year  and  $22,758,059  in  1945-46. 

Contingencies 

In  addition  to  a  detailed  analysis  of  recent  and  cur- 
rent revenue  trends  in  relation  to  population,  produc- 
tion, individual  incomes,  and  civilian  expenditures,  the 
predictions  of  national  authorities  and  the  advice  of 
many  informed  persons  in  this  State  have  been  utilized 
in  preparing  the  revenue  forecasts  presented  in  this 
budget.  A  great  deal  of  effort  has  been  given  to  the 
evaluation  of  pertinent  data.  There  remain,  however, 
two  important  factors  which  cannot  be  appraised  ade- 
quately at  this  time.  Either  of  these  could  profoundly 
affect  the  realization  of  the  revenue  totals  predicted. 

Possibly  the  most  important  single  factor  is  mass 
business  psychology.  The  precise  reasons  for  a  turn  in 
the  business  cycles  at  a  particular  time  are  unknown. 
Similarly  the  extent  and  duration  of  both  the  pros- 


perity and  depression  phases  cannot  be  appraised  in 
advance.  The  probability  of  a  business  dip  in  1947  has 
been  widely  heralded  for  several  months.  In  the  event  of 
a  reversal,  several  elements  which  were  not  present  in 
earlier  declines  will  tend  to  cushion  its  effect.  These 
include  unemployment  insurance,  better  coordination 
of  job  placement  agencies,  farm  price  guarantees,  and 
a  huge  backlog  of  need  in  many  lines.  All  of  these  fac- 
tors should  help  in  stabilizing  business  activity.  How- 
ever, the  decisions  of  business  men  in  expanding  their 
operations,  investors  in  providing  funds,  and  consum- 
ers in  making  purchases  will  constitute  the  key  elements 
in  determining  business  volume  during  the  next  year. 
A  prosperous  business  volume  is  expected,  but  a  com- 
bination of  adverse  decisions  could  result,  in  a  decline 
which  would  upset  these  forecasts. 

The  second  uncertainty  is  the  possibility  of  indus- 
trial disputes  during  the  year.  The  likelihood  of  pro- 
tracted work  stoppages  appears  to  have  diminished, 
but  this  contingency  must  be  considered.  A  series  of 
production  delays  in  the  Nation's  basic  industries 
would  have  a  depressing  effect  upon  the  entire  business 
structure  and  could  change  a  prospective  business 
slump  into  a  full  depression. 

The  negative  aspects  of  these  contingencies  have 
been  emphasized.  There  is,  of  course,  the  possibility 
that  all  gears  in  the  economic  machine  will  continue  to 
turn  at  the  present  rate  and  that  1947  will  register 
further  substantial  increases.  In  this  event  the  State's 
revenue  would  be  considerably  above  the  totals  shown 
by  these  forecasts. 

Effect  Upon  Revenue  Receipts  During  1948-49 

A  serious  economic  reversal  in  1947  would  have  a 
cumulative  effect  upon  state  revenue  collections  in 
1948-49.  To  some  extent  receipts  in  the  next  fiscal  year 
have  been  determined  by  events  which  have  already 
taken  place.  The  volume  of  corporate  and  personal 
incomes  in  the  prosperous  year  1946  will  continue  to 
bolster  revenues  through  a  part  of  the  1947-48  Fiscal 
Year.  Similarly,  insurance  gross  premiums  tax  collec- 
tions of  next  fall  will  reflect  the  level  of  insurance  busi- 
ness in  1946.  This  lag  exists  to  some  degree  in  almost 
every  revenue  source.  Consequently,  1947-48  will  have 
a  heritage  from  prosperity.  If  economic  activity 
falls  sharply  even  for  a  comparatively  short  period, 
the  following  year,  1948-49,  will  have  a  heritage  from 
depression.  This  pattern  of  state  revenue  collections 
must  be  kept  in  mind  in  appraising  the  probable  tax 
receipts  beyond  the  next  fiscal  period  and  in  con- 
sidering the  excess  of  current  revenues  over  current 
expenditures  in  1947-48. 
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CALIFORNIA  POPULATION,  INCOME  PAYMENTS,  EXPENDITURES  BY 
INDIVIDUALS,  AND  STATE  GENERAL  FUND  REVENUES 


Year 

Estimated 

civilian 

population 

December  31st 

Total  income 

of  individuals 

(in  millions 

of  dollars) 

Estimated 
expenditures 
by  civilians 
(in  millions 

of  dollars) 

State 
fiscal 
year 

State  General 
Fund  revenues 

Revenues 

per 

capita 

Revenues 

per  $100  of 

individual 

income 

Revenues 
per  $100  of 

civilian 
expenditures 

(1) 

m 

(S) 

w 

(5) 

(6) 

(V 

(8) 

(9) 

1936. 

— .-6,453,000 

$4,730 

$4,616 

1936-37 

$159,722,000 

$24.75 

$3.38 

$3.46 

1937. 

—_6,687,000 

5,047 

4,878 

1937-38 

176,953,000 

26.46 

3.51 

3.63 

1938. 

.—6,755,000 

4,772 

4,547 

1938-39 

170,816,000 

25.29 

3.58 

3.75 

1939. 

—6,875,000 

5,047 

4,741 

1939-40 

178,062,000 

25.90 

3.53 

3.75 

1940. 

—6,984,000 

5,606 

5,199 

1940-41 

200,079,000 

28.65 

3.57 

3.85 

1941. 

—7,140,000 

7,044 

6,373 

1941-42 

242,667,000 

33.99 

3.44 

3.81 

1942. 

—7,405,000 

9,205 

6,692 

1942-43 

279,322,000 

37.72 

3.03 

4.17 

1943 

7,774,000 

12,075 

7,501 

1943-44 

*307,935,000 

39.61 

2.55 

4.10 

1944 

8.043,000 

13,175 

7,794 

1944-45 

*322,49i,000 

40.10 

2.45 

4.14 

1945 

8,725,000 

13,124 

8,003 

1945-46 

*367,092,000 

42.07 

2.80 

4.59 

1946 

9,175,000 

13,500 

11,065 

1946-47 

423,376,000 

46.14 

3.14 

3.83 

1947 

9,440,000 

13,500 

12,250 

1947-48 

425,424,000 

45.07 

3.15 

3.47 

Estimated  Revenue  Without  Tax  Reductions  Effected  in  1943  and  1945  for  Comparison  With  Earlier  Years 


1943- 

—7,774,000 

12,075 

7,501 

1943-44 

352,778,000 

45.38 

2.92 

4.70 

1944_ 

—8,043,000 

13,175 

7,794 

1944-45 

389,689,000 

48.45 

2.96 

5.00 

1945. 

—8,725,000 

13,124 

8,003 

1945-46 

446,878,000 

51.22 

3.40 

5.58 

1946. 

—9,175,000 

13,500 

11,065 

1946-47 

518,897,000 

56.55 

3.84 

4.69 

1947. 

—9,440,000 

13,500 

12,250 

1947-48 

522,076,000 

55.30 

3.87 

4.26 

NOTES 

Estimated  civilian  population  based  upon  estimates  by  the  United  States  Bureau  of  the  Census,  California  Taxpayers  Association, 
and  the  State  Reconstruction  and  Reemployment  Commission. 

Total  Income  payments  to  individuals  in  California,  1936  through  1945,  represent  estimates  by  the  United  States  Department  of 
Commerce.  Estimates  for  1946  and  1947  were  prepared  by  the  State  Department  of  Finance. 

Total  expenditures  by  civilians  have  been  estimated  by  the  State  Department  of  Finance,  based  upon  income  payments  to  individuals, 
federal  and  state  personal  income  tax  collections,  net  changes  in  liquid  assets  held  by  individuals,  and  net  changes  in  short-term  credit. 

Amounts  shown  as  revenue  for  the  State  General  Fund  in  the  earlier  years  include  receipts  to  the  Personal  Income  Tax  Fund,  the 
Gift  Tax  Fund,  and  other  similar  subsidiary  accounts.  Collections  for  the  period  1936-37  through  1944-45  were  compiled  from  data  in 
biennial  reports  of  the  State  Controller.  Amounts  shown  for  1945-46,  1946-47,  and  1947-48  are  from  budget  summaries. 

•  Includes  $33,817,000  credited  to  the  postwar  employment  reserve  in  1943-44  ;  $36,380,000  In  1944-45  ;  and  $2,690,000  in  1945-46. 
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SCHEDULE  III 

SUMMARY  OF  ESTIMATED  UNBUDGETED  BALANCES  BY  FUNDS 
AS  OF  JUNE  30,  1948 


Page 

No. 


Estimated 
Unbudgeted 

Balances 
July  1,  1947 


Estimated 
Revenues 
Fiscal  Year 
1947-1948 


Estimated 
and  Proposed 
Expenditures 

Fiscal  Year 
1947-1948 


Estimated 
Unbudgeted 

Balances 
June  30,  1948 


GENERAL  FUND. 


RESERVE  FUNDS: 

Revenue  DeBciency  Reserve 

Postwar  Employment  Reserve  Fund 

Bond  Sinking  Fund  of  1943 

Postwar  Unemployment  and  Construction  Fund- 
Flood  Control  Fund  of  1946 


Totals,  Reserve  Funds  . 


SPECIAL  FUNDS: 

Accountancy  Fund 

State  Agricultural  Society  Contigent  Fund 

Department  of  Agriculture  Fund* 

Alcohol  Beverage  Control  Fund 

Alien  Land  Law  Fund 

Board  of  Architectural  Examiners'  Fund 

Division  of  Architecture  Public  Building  Fund 

Athletic  Commission  Fund 

Banking  Fund 

Barber  Examiner's  Fund 

State  Beach  Fund 

Building  and  Loan  Inspection  Fund 

Chiropractic  Examiners'  Fund 

Civil  Engineers'  Fund 

Cleaner's  Fund 

Collection  Agency  Fund 

Contractors'  License  Fund 

Board  of  Cosmetology  Contingent  Fund. 

Dentistry  Fund 

Detective  Agency  Contingent  Fund 

Department  of  Employment  Contingent  Fund 

Fair  and  Exposition  Fund 

Fish  and  Game  Preservation  Fund 

Funeral  Directors'  and  Embalmers'  Fund 

Bureau  of  Furniture  and  Bedding  Inspection  Fund- 
Highway  Fund 

Insurance  Fund 

Junior  College  Fund 

Medical  Examiners'  Contingent  Fund 

Motor  Vehicle  Fund 

Motor  Vehicle  Fuel  Fund 

Motor  Vehicle  License  Fee  Fund 

Board  of  Nurse  Examiners'  Fund 

Board  of  Optometry  Fund 

Osteopathic  Examiners'  Contingent  Fund 

Supervision  of  Outdoor  Advertising  Fund 

State  Park  Fund . 

State  Park  Maintenance  Fund 

Petroleum  and  Gas  Fund 

Poultry  Testing  Project  Fund 

Pharmacy  Board  Contingent  Fund 

Board  of  Pilot  Commissioners'  Special  Fund 

Department  of  Public  Health  Fundb 

Real  Estate  Fund 

Redemption  Tax  Fund 

Registered  Social  Workers'  Fund 

School  Fund 

Sixth  District  Agricultural  Association  Fund 

State  Controller  SRA  Restitution  Fund 

Structural  Pest  Control  Fund . 

State  Lands  Act  Fund 

Transportation  Rate  Fund 

Veterans'  Dependents  Education  Fund 

Board  of  Veterinary  Examiners'  Contingent  Fund-  . 

Watermastere'  Service  Fund 

Yacht  and  Ship  Brokers'  Fund 


Totalb,  Special  Funds.  . 
GRAND  TOTALS,  ALL  FUNDS . 


952 
967 
996 
948 


758 
468 

85 
433 
406 
760 
868 
763 
528 
765 
705 
531 
767 
770 
772 

43 
776 
778 
781 
783 
387 
814 
722 
785 
788 
885 
524 
989 
790 
676 
433 
677 
792 
794 
806 
885 
705 
705 
752 

93 
796 
808 
845 
539 
404 
798 
989 
473 
406 
800 
480 
856 
930 
802 
900 
804 


$81,121,015  01 


$75,000,000  00 

287,024,198  00 

19,010,893  00 

85.403,640  00 

9,586,952  00 


$425,424,111  00 


$386,662,757  00 


$1,455,700  00 
25,812  00 


$62,076,989  00 

3,593,571  00 

14,402,798  00 

36,590  00 


$119,882,369  01 


$75,000,000  00 

224,947,209  00 

15,417,322  00 

72,456,542  00 

9,576,174  00 


$476,025,683  00 


$191,079  00 

118,858  00 

1,757,373  00 

2,986,000  00 


$1,481,512  00 


$80,109,948  00 


25, 

38 

453, 

390, 

56, 

1,668, 

47, 

40, 

54, 

56, 

22, 

490, 

333, 

73, 

94, 

1,064, 

9,806, 

3,360, 

50, 

308, 

43,882, 

1,222, 


,559  00 
,778  00 
510  00 
671  00 
148  00 
797  00 
588  00 
010  00 
313  00 
350  00 
067  00 
716  00 
458  00 
628  00 
157  00 
366  00 
284  00 
783  00 
653  00 
628  00 
651  00 
990  00 


355,877  00 

13,784,173  00 

17,742,000  00 

9.691,064  00 

335,278  00 

9,172  00 

8,984  00 

6,771  00 

3,321,144  00 

63,317  00 


246  00 
46,096  00 


22,515  00 

978,372  00 
21,676  00 
12,679  00 
40,535  00 
87,793  00 

154,969  00 
13,406  00 

508,587  00 
1,027,494  00 

148,293  00 
7,180  00 


19,785  00 


$73, 

947 

2.892, 

4,225 

38 

16. 

166 

251 

280 

91, 

924, 

126, 

31, 

50, 

122, 

21, 

329, 

127, 

47, 

29, 

600, 

"11,746, 

3,212, 

28, 

153, 

58,435, 

778, 

1,000, 

169, 

16,785, 

26,446, 

18,636, 

93, 

20, 

21, 

42, 

1,848, 

194, 

275, 

10, 

74, 

39. 

392, 

856, 

75, 

21, 

649, 

45, 

15, 

26, 

298, 

875, 

150, 

8, 

19, 

13, 


200  00 
,500  00 
,602  00 
.000  00 
500  00 
,435  00 
,495  00 
,000  00 
610  00 
975  00 
000  00 
043  00 
500  00 
265  00 
450  00 
800  00 
620  00 
200  00 
170  00 
010  00 
000  00 
000  00 
294  00 
888  00 
890  00 
500  00 
251  00 
000  00 
120  00 
378  00 
000  00 
300  00 
770  00 
400  00 
850  00 
000  00 
000  00 
500  00 
000  00 
374  00 
550  00 
361  00 
302  00 
866  00 
000  00 
820  00 
892  00 
000  00 
000  00 
650  00 
600  00 
000  00 
000  00 
750  00 
635  00 
,300  00 


$64 

1,016, 

2,972 

4,394 

38 

23 

172 

546, 

234 

82 

1.186, 

122 

25, 

56, 

108, 

28, 

318, 

133 

47, 

22 

120, 

12,105 

5,241 

28, 

137, 

74,998, 

559 

1,000, 

114 

18,601 

25,275, 

17,478, 

81 

21 

19 

43 

3,492 

222 

303 

10 

91 

39, 

392, 

470, 

96 

15 

600 

85 


,278  00 
,831  00 
,178  00 
,000  00 
,500  00 
,121  00 
,674  00 
,548  00 
,816  00 
,581  00 
.800  00 
,022  00 
,329  00 
,150  00 
,633  00 
,388  00 
,059  00 
,051  00 
,233  00 
,415  00 
,200  00 
,922  00 
,360  00 
,232  00 
,974  00 
,721  00 
,482  00 
,000  00 
,410  00 
,873  00 
,219  00 
,564  00 
,286  00 
,751  00 
,945  00 
,383  00 
,124  00 
,817  00 
,268  00 
,314  00 
,970  00 
,361  00 
,302  00 
,107  00 
,676  00 
,106  00 
,000  00 
,035  00 


29,985  00 

315,496  00 

1,052,163  00 

146,655  00 

9,705  00 

19,635  00 

11,673  00 


$397,897,247  00 


$200,001  00 

49,527  00 

1,677,797  00 

2,817,000  00 


18, 

32, 

157, 

436, 

65, 

1,405, 

51, 

46, 

48, 

70, 

15, 

502, 

327 

73, 

100 

1,544, 

9,446, 

1.331, 

51, 

324, 

27,319, 

1,441, 


,873  00 
599  00 
962  00 
.465  00 
542  00 
997  00 
609  00 
181  00 
428  00 
167  00 
479  00 
.277  00 
607  00 
565  00 
752  00 
166  00 
362  00 
.717  00 
,309  00 
544  00 
430  00 
759  00 


410,587  00 

11,967,678  00 

18,912,781  00 

10,848,800  00 

347,762  00 

7,821  00 

10,889  00 

5,388  00 

1,677,020  00 

35,000  00 

—28,268  00 

306  00 

28,676  00 


22,515  00 
1,365,131  00 


19,393  00 

90,427  00 

47,758  00 

169,969  00 

10,071  00 

491,691  00 

850,331  00 

151,638  00 

6,225  00 


21,412  00 


$117,002,821  00 


$154,851,616  00 


$174,826,321  00 


$97,028,116  00 


$674,149,519  01 


$581,757,239  00 


$641,599,026  00 


$614,307,732  01 


*  Net  revenue  after  transfers  to  General  Fund. 

b  Exclusive  of  funds  transferred  from  General  Fund  appropriations,  federal  grants  and  contributions  in  trust. 

"Net  revenue  after  transfers  to  the  State  Agricultural  Society  Contingent  Fund  and  the  Sixth  District  Agricultural  Association  Fund. 


A  12 


SCHEDULE  IV 
GENERAL  FUND  BALANCE  SHEET  AS  OF  JUNE  30, 1945,  PER  STATE  CONTROLLER 

RESOURCES 
Cash  in  Treasury: 

Unapplied  Cash  in  the  General  Fund $15,478,764  03 

Cash  in  Other  Funds  Available  to  the  General  Fund: 

Alcohol  Beverage  Control  Fund S464  54- 

Bank  and  Corporation  Franchise  Tax  Fund 943  19 

Gift  Tar  Fund __.  592  21 

Motor  Vehicle  License  Fee  Fund _ 34,767  85 

Motor  Vehicle  Transportation  Tax  Fund 543  51 

Personal  Income  Tax  Fund 8,021  58 

Retail  Sales  Tax  Fund _ _ 691  22                46,024  10 

Total  Treasury  Cash  Available  to  the  General  Fund $15,524,788  13 

Due  fhom  Other  Funds: 

From  Sundry  Funds — Temporary  Advances 453,584  73 

Investments: 

Bonds  at  Par  Value _ $126,757,000  00 

Accrued  Interest  on  Bonds  Purchased 17,080  80      126.774,080  80 

TOTAL  RESOURCES _ $142,752,453  66 


OBLIGATIONS 
Accrued  Fixed  Charges _ $94,360  64 

Appropriations  : 

Appropriations  in  Force  June  30,  1945 __ _       $46,220,732  58 

Less:    Amounts  available  to  meet  expenditures  for  subsequent  fiscal  years 24,606,352  42       $21,614,380  16 

Less:    Estimated  unencumbered  balances  in  appropriations  to  revert  to  surplus,  after 

providing  for  expenditures  for  the  biennium  1943-1945 17,871,895  74  3,742,484  42 

TOTAL  OBLIGATIONS- _ $3,836,845  06 


SURPLUS 
ACCUMULATED  SURPLUS,  JUNE  30,  1945 $138,915,608  60 
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SCHEDULE  IX 
STATEMENT  OF  BONDED  DEBT  OF  THE  STATE  OF  CALIFORNIA  AS  OF  DECEMBER  31,  1946 


Name  of  issue 

Rate  of 
interest 

Date  of 
maturity 

Amount 
authorized 

Amount 
unsold 

Redemption 

to 

December  31, 

1946 

Amount 

outstanding 

December  31, 

1946 

Amounts  in 
sinking  funds  for 
payment  of  prin- 
cipal December 
31,  1946 

GENERAL  OBLIGATION  BONDS 

GENERAL  FUND 

Funded  Debt  of  1870,  1873 

6% 

Expired 
Expired 

1965 
1916-65 
1921-65 

1932-65 
1934-57 
1932-71 
1917-61 
1923-62 
1926-65 
1938-47 
1940-49 

$2,801,000  00 

4,000  00 

3,000.000  00 

1,000,000  00 

1,800,000  00 

8,500,000  00 
6,000,000  00 
1,000,000  00 
18,000.000  00 
15,000.000  00 
40,000,000  00 
20,000,000  00 
24,000,000  00 

$2,801,000  00 

Indian  War  of  1857,  I8601 

$4,000  00 

3,000,000  00 

380,000  00 

760,000  00 

4,750,000  00 
2,750,000  00 
625.000  00 
6,000,000  00 
6.000,000  00 
19,000,000  00 
2,000,000  00 
7,200,000  00 

4% 

4% 

4M% 

4-4H% 

2M-4J4% 

4M% 

4% 

4M% 

4*i-5M% 

3?i-4K% 

3H% 

$3,000,000  00 

620,000  00 
1,040,000  00 

3,750.000  00 

3,250,000  00 

375,000  00 

12,000.000  00 

9,000.000  00 

21,000.000  00 

18,000.000  00 

16,800,000  00 

380,000  00 

760,000  00 

State  Buildings  and  University  Buildings  of 
1925! 

4,750,000  00 

California  State  Parks  of  19272 

2,750,000  00 

California  Tenth  Olympiad  of  1927 

625,000  00 

First  Highway  of  1909 

Third  Highway  of  1919 

2,000,000  00 

7,200,000  00 

$141,105,000  00 

$9,000,000  00 

10,000,000  00 

10,000,000  00 
1,000,000  00 

$88,636,000  00 

$52,469,000  00 

$9,000,000  00 

9,450,000  00 

2,500,000  00 
530,000  00 

s$21,465,000  00 

SELF-LIQUIDATING  BONDS 

SAN  FRANCISCO  HARBOR 
IMPROVEMENT  FUND 

Second  San  Francisco  Harbor  Improvement 
of  1909« 

4% 
4% 

4% 

1895 

1989 

1952-76 
1985 

$4,583,055  11 

Third  San  Francisco  Harbor  Improvement 
of  1913' . 

$550,000  00 

7,500,000  00 
147,000  00 

3,165,410  26 

Fourth  San  Francisco  Harbor  Improvement 
of  1929« 

India  Basin  of  1909 

$323,000,  00 

26,031  53 

$30,000,000  00 

$10,000,000  00 
20,000,000  00 
20,000,000  00 
30,000.000  00 
30,000,000  00 

100,000,000  00 

$8,197,000  00 

$323,000  00 

$10,000,000  00 

16,350,000  00 

9,153,000  00 

17,187,000  00 

$21,480,000  00 

$7,774,496  90 

VETERANS  FARM  AND 
HOME  BUILDING  FUND 

Veterans'  Welfare  of  1921. 

4Ji-4^% 
4^M% 

2«-3% 

1X% 

1926-46 
1931-49 
1935-53 
1937-54 
1947-64 

Veterans'  Welfare  of  1925.. 

$3,650,000  00 
10,847,000  00 
12,813,000  00 
30,000,000  00 

Veterans'  Welfare  of  1929 

Veterans'  Welfare  of  1933 

Veterans'  Welfare  of  1943 

Veterans'  Welfare  of  1946 

$100,000,000  00 

$210,000,000  00 

$100,000,000  00 

$52,690,000  00 

$57,310,000  00 

TOTALS,  SELF-LIQUIDATING  BONDS- 

$240,000,000  00 

$108,197,000  00 

$53,013,000  00 

$78,790,000  00 

$7,774,496  90 

TOTALS,  BONDED  DEBT 

$381,105,000  00 

$108,197,000  00 

$141,649,000  00 

$131,259,000  00 
29,239,496  90 

$29,239,496  90 

Less:  Amounts  in  Sinking  Funds,  December 

NET  BONDED  DEBT 

$102,019,503  10 

1  These  bonds  have  never  been  presented  for  payment  and  are  barred  by  the  Statute  of  Limitations ;  however,  the  Legislature  has  appropri- 

ated money  to  pay  all  such  bonds  presented  to  date. 

2  Chapter  611,  Statutes  of  1943,  and  Chapter  1492,  Statutes  of  1945  appropriated  $26,239,738.75  to  the  Bond  Sinking  Fund  of  1943  for  the  pur- 

pose of  paying  the  principal  and  interest  on  these  issues  to  final  maturity. 
8  In  addition  there  is  $42,733.02  in  the  Olympic  Bond  Fund  and  $4,403,725.91  in  the  Bond  Sinking  Fund  of  1943  which  is  available  for  payment 

of  interest. 
«  Callable  after  1950. 
B  Callable  after  1954. 
« Callable  after  1939. 
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